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SUBJECT:OIL CARGO PREFERENCE 
REE: A) PARIS 25315, B) STATE 158188 

1. REF B PROVIDES DETAILS OF LEGISLATION ADMINISTRATION 
SUPPORTS. FOLLOWING IS ITS CURRENT STATUS IN CONGRESS. 

HOUSE MERCHANT MARINE AND FISHERIES COMMITTEE HAS REPORTED 
OUT AMENDED VERSION OE H.R.1037 WHICH INCORPORATES ADMINIS- 
TRATION'S REDUCED PERCENTAGES, BUT EULL HOUSE OF REPRESENTA- 
TIVES HAS NOT YET VOTED ON BILL. SENATE COMMERCE COMMITTEE 
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HAS HELD HEARINGS ON BILL (KNOWN AS S.61 IN SENATE) AND 
WILL HOLD EURTHER HEARINGS OCT. 5. THE COMMITTEE IS 
EXPECTED TO ACCEPT ADMINISTRATION'S PERCENTAGE CHANGES. 

2. EOLLOWING ARE TALKING POINTS DEPARTMENT CURRENTLY USING: 
—REPRESENTATIONS MADE BY FOREIGN GOVERNMENTS WERE CARE- 
FULLY CONSIDERED BY ADMINISTRATION AND WERE A EACTOR IN 
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THE DECISION TO SUPPORT PERCENTAGES SUBSTANTIALLY LOWER THAN 
THOSE ORIGINALLY PROPOSED IN CONGRESS. BECAUSE OF DOMESTIC 
EMPLOYMENT CONSIDERATIONS, HOWEVER, IT WAS CONSIDERED 
NECESSARY TO SUPPORT LIMITED CARGO PREFERENCE. 

—GIVEN CURRENT PROJECTIONS OF U.S. OIL IMPORT LEVELS 
AND OF OTHER DEMANDS FOR U.S.-FLAG TANKER TONNAGE, THE 
PROPOSED LEVEL OF CARGO PREFERENCE SHOULD NOT GENERATE 
A DEMAND FOR SUBSTANTIAL NEW U.S. TANKER TONNAGE BEFORE 
THE MID-I980'S AND HENCE SHOULD NOT ADVERSELY AFFECT THE 
CURRENT WORLD TANKER SURPLUS. 

—ALTHOUGH CONCERN HAS BEEN EXPRESSED THAT THE RELATIVE- 
LY SMALL PERCENTAGE OF CARRIAGE RESERVED TO U.S.-FLAG 
VESSELS MIGHT BE INCREASED IN THE FUTURE, THE LEGISLATION 
SUPPORTED BY THE ADMINISTRATION DOES NOT HAVE THIS INTEN- 
TION. 

—(IF RAISED ONLY) THE QUESTION OF WHETHER OIL CARGO 
PREFERENCE REPRESENTS A TECHNICAL VIOLATION OF ANY TREATY 
OF FRIENDSHIP, COMMERCE AND NAVIGATION (FCN) WOULD HAVE 
TO BE ADDRESSED IN THE LIGHT OF THE PARTICULAR CASE. USG 
WILL SEEK TO ASSURE THAT IMPLEMENTATION OF OIL CARGO 
PREFERENCE DOES NOT LEAD TO SIGNIFICANT DISRUPTION OF ANY 
COUNTRY'S MARITIME COMMERCE; HENCE, WE DON'T ANTICIPATE 
THAT OIL CARGO PREFERENCE WILL MATERIALLY INJURE OR AFFECT 
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ANY OF OUR FCN TREATY PARTNERS. 

—OIL CARGO PREFERENCE IS NOT YET A FAIT ACCOMPLI. THE 
LEGISLATION MUST STILL BE ENACTED BY BOTH HOUSES OF 
CONGRESS. VANCE 
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